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r r l .  *love: c o n s l d c r e d  yolir a:~y)lt.cncinn f o r  rc:coir,~~irl.on of axcii1ptl.o~ f roi i~  
Federal  inconje t . 2 : ~  under J ~ * C L L O L I  5C).L(c)(6) of t h c  I n t c r n a l  Rever.cle Codc. 

?Ile I n f o r ~ ~ a r i o r ,  a ~ i l i a i  t t o J  d i ~ c l o d e s  t h a t  yo11 were i n c o r p o r a t e d  ******  * *   
***** , u n i i t ~ r  thc? ilon p r o f i t  l a v a  of t h e  SP3tc of ********** . According t o  
A r t i c l e  Th i rd  of y o u r  G r t i c l a s  of I n c o r p o r n t i o n ,  the puryoscn f o r  which 
you a r e  org:j.:~i;cd a r c :  

' 1) 'To j>tt!i?.o t c  t i  ,ld f on t c  r f t i t t a r n a l  buoincss  r a l a t  i o n s  anon5 t h e  
i~cltcl and . a o t e l  i n t e r e s t s  of t h e  t e r r i t o r y  embraced by t h e  
: \ s s : , ~ i ~ i t i o r ~ ;  

( 3 )  10 p r o t c c r  hote l  2nd notcX i n t e r e s t  q t n f n n c  u n f a i r  or ~ ~ c r r \ i c i o \ l o  
l t ? g i a l q t i u n ,  and t o  praaotc legislation f a v o r a b l e  t h e r e t o ;  

( C )  To encourno,c t a u r i o t  t ravel  g c n c r a l l y ,  a n d  ospccial?y t o  a l l  
t e r r i t o r y  eabraccd by t h e  h s o o c i n t i o n ;  

(9) To yrcssul,:ste r r n t t c r s  of i l l t e r e n t  t o  those cngtlqed i n  t h e  h o t e l  
and motel and t h n s c  u l t h  whon they have buoinecs a s s o c i a t i o n  o r  
~!callny.'; ." 

A r t i c l e  I I i  of  you r  J l y l f l ~ ~  B t a t e o  t h a t  you s h a l l  have three c laase f i  of 
a e ~ b o r n .  Tha q u n l i f i c d t i o ~ ~ s  and r i g h t s  of ench c l a ~ s  s h a l l  be as f o l l o w s :  

"Any l i c e n ~ c d  1od;:inq cu tnb l i f ihnen t  owner or  o p e r a t o r  w i l l  be e l i q i b l e  
f o r  13ccnbe~ship i n  t h i s  A.;aociatton w i t h  c a c h  p r o p e r t y  l~aviny:  b u t  onc! 
votdi, providcd t h c  k i ~ s t n e o n  i e  l o c a t e d  i n  * * * ~  County, pnya A ycnrby . 

, . - >  

~ ~ e a b e r c l ~ i  p l a c ,  ; r n d  c o l l . e c t s  ******   Tax. - .  
,... 

h ~ s o c i a t c  ~ ~ a ~ j b e r s  who ora i n  a buntness  rclatcd to r.he A s s o c i a r i o n  
!nay be scccpted f o r  non-voting ncolbcrship f o r  n y c n r l y  fee.  
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llonornry rncribers a r e  any in!Ji.\ridual or l i ce i l sad  buqinens ownzr/oper.~:or ' 

in **** Cout;ty who hnvc devoted time and cnnryy t o  rhc succ<:ss of 
loC;.,i11:3 i n  ***   C9uuty an:l have a r e c i p r o c a l  r e l n t i b r s h t p  w i tn  tho  
****** ******** *******  * * * * * * * *  n ,  who arcs clcctcd by n mnjority of 
voting ncmb(?re duly n o t l t ' i c d  of n s e n c r n l  mooring n t  n q i t n c ? r a t ' m c e t i t ~ ~  
to f u l l  votin;:; ncmharship  f o r  n yenr1.y f ee .  ~ 

I4onordry Asvociotc  i>cnbers a r a  any in4iv:lduol o r  l l c enaed  businasfl 
o.~ner/opcrnror i n  *****   County who hsvq devoted . t i t n o  and  energy  t o  t ho  
succcsa  o i  Lodgirq i n  * * * *  ~  County ~ n d  hnvo'k r e c i p r o c a l  r e l a t i o n s h i p  
t ~ t ~ * *  *** *****  ********* ********  *********   who ara e l c t t c d  by a m t \ Jo r i t y  
of v o t f n ~  mcrnbcro du ly  nor i f icct  o f  a r{enural ;nec,lng ;it a qene rn l  
mcer i n 4  t o  non-vot i n q  , non-dues p,lying rnenl~croht?." 

S t n t c r ~ a n t b  fucniehucl wi th  y o u r  Forn 1024 i n d i c : ~ t s  that: you conduct ~ I : I  n 
l ~ a j o r  a c t i v i ~ y  each yea r ,  ;i coopc ra t i vc  ~7arke:ing e f f o r t  t o ,  pro:sor.e tile 
*****   County, **** ******  mrcn a s  o t r a v c l / t o u r f a n  dcn t i nn t i on .  Yoti produce 
an  annual  I h s p i t a l i t y  Cuidc and n t r n v c l  planner  for t r n v c l  a y c n t s ;  p lncu  
?coup advertisc?::lent;l; po r t i c l p f i t r !  i n  ntlmcrous t r o v e 1  shows a c r o s s  tllc U.S .  
and Canada; and mal l  n u t  press  r e l e a s e s  t o  ncvspapcro a n d  magazines. 

111 rcoponec t o  ou r  l c t t c r  rlated ********** *  ****, you atcltod that i l l  o d d i t i o n  
t;, c h c  l i e t i n s  of: pt. lrpbfti09,  t h e  I Ios{) i to l l ty  Guide cr.1l>h.2size? t h o  o r c a ' s  
n t ~ l - a c t i o n s  through s d i t o r . l a 1 ,  a cnlnndnr  of a n n u a l  events, rlnd photor;raplts. 
I c  i s  your p o s i t i o n  t h a t  t h e  e n t i r e  area i~ $ tcno t cd  for  t o t l r i sn  which f u  
v e r y  iuuch i n  l i n e  w i t h  your  d o f  i n i t i o n  of irsptovacltl~it of b u s i u c ! ) ~  conclit:lofi:c. 
You n t d t e  t h a t  tour i sm is the p r i n c i p a l  ind t ie t ry  i n  ***   .County. ,..It i~ your 
c o n t e n t i o n  t n ~ t  by promotinq ill1 the . a t t r n c t i o ~ ~ s ,  t h e  I~ \osp i ta? . i ty  Cuidc 
ir iprovcs bueinosn For the r a t a i l  busincsn and r a c r c n t i o n a l  co:,tpanieo (shopfi ,  
i : a l l e r i e s ,  rafting ~componieu,  qulr l ing  o u t f i t s ,  g rocery  s t d r c s ,  n t ~ d  gas 
stution!;) .  

Your s o u r c e s  o i  auppot t  f o r  yogr a c t i * *  e s  a r c  nctnbet'ship asttesomentn, **** 
County Lodyers tax  c o n t r i b u t i o n  f ron ***   County, ~aoinlc?rship d u e s ,  i n t e r e s t  
c,rrnarl, and anscesnont f o r  p u b l i c a t i o n  of L!IO ! ioepitaXity Guide \laoed on t h e  
size of mcul~cr'e propcr t i c i i .  

S e c t i o n  C,Ol(c) of t he  Code dc:)cribcf c c t r t n l n  o r g a t ~ i z n t i o n s  exempt frtsrn 
Fede ra l  income t a x  undar s e c t i o n  501(n) and r e a d s ,  i ~ l  p n r t ,  a s  fo l l ows :  

fi . ;" 

" ( 6 ) 8 u ~ i n c s s  leagues,  chaabcrs of comcrrrrce, rcnl eatuto .boar.ds, boards, . . . 
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of trdclc,*fi*, not  or,:7nizcd f o r  p r o f i t  and no ? a r t  of t h e  net darni11g8 
of which inure6  t o  t h e  b c n c f i t  oE any p r i v n t c  shn reho lde r  o r  i i i , l iv i -  
d u a l  ." 

I I h b u a i n c s ~  loai:ue i . , ~  a n  aaaoc in t i on  of persons having uonc corn:;iotI 
buoincsa i n t r r c ! j t ,  the purponc o f  vhich i o  t o  proooto ouch connon 
i n t a r n s r  und not t o  engage Ln R r c q u l s r  businoso of a k i n d  o r d t n u r i l y  
c i ~ r r l c ~ t  on  i o r  p r o f i t .  I t  L!r a11 or ,$nnfzat iou of t h e  same flcnaral clacn 
nr; a chn:aber of  conmercci o r  board of t r a d e .  Tl~un,  I t s  n c t i v t t l c a  
~ ~ ! ~ o i i L d  hi! ~ I x c c ~ c ~ I  t 3  C:II! i!;~provci.~ent of h i ~ i n ~ s c i  co~~ ; l i t j . nn r ;  of one 
o r  norc, ltrictl of bua inass  a s  dis t ingui8; lcd from t l ~ c !  pcriorn;rncc of  
p a r t i c u l a r  s a r v i c c s  f o r  tnd lv idua l  persono. Ail or:;nni2ation wl\oue 
purpose i s  t o  cngdgc i n  n rc::ulnr buslccsn of n kind o r d i n n r i i y  c a r r i c t l  
, J ~ I  f a r  prof  i t ,  even t h o u ~ h  t h e  busincss  is conrlucterl on a coc>pcr:~rivc.? 
b 3 ~ i s  o r  produce3 on ly  s u f f i c i e n t  i n c o m  t o  bc nclf- cuetaininr ; ,  i a  
not n hueinees l~ague.***" 

Revr!ntlc Rulin: 6 5 - 1 4 ,  1965-1 C b U ,  236, ho ld8  t h a t  an o r g n n l t a t i o n  for*.led 
t o  pra; : totc  the  t o u r i s t  i n d u s t r y  i n  I ta  a r c n ,  whose p r i n c i p n l  . ~ c t i v i t y  13 

pub l i sh ing  a t o u r i s t  ~ u l d e h o o k  and o t h e r  a d v e r t i s i n g  n a t t s r  contninin; ;  
l i s t i n ~ s  o r  tt lc nnnco of i n d i v i d u a l  nc;rbera, i s  perf  orminq p a r t i c u l t r  
s e r v f c c s  f o r  i t s  me :~~>c r s  D I I ~  is accordinqly not exempt under X?tcrnnl 
2cvcnuc Code s e c t  i o n  501 ( c )  (6). 

kcvcnue  h u l i n ~  64-315, 1364-2 C.E. 147 ,  h o l d s  t h n t  an a s s o c i a t i o n  of 
~ ~ c r c h n n t u  t h a t  c:i;;a5c?e i n  adver t is in! ;  srhich c o n t a i n g  t h e  nnnao of aclaler 
l ,~cr rhants  ancl t h e i r  merchandise i s  per fo tn~inf l  pat tLcuLar  s e r v i c e s  f o r  
nembers r a t h e r  than  i n p r s v i n q  t h e  bi1ninc;s c o n d i t i o n s  g e n e r a l l y ,  and i s  
no t  c ~ c u p t ;  fro.2 'r'uderai illcome t a x  undcr s e c t i o n  5 0 l ( c ) ' ( ~ )  of t h e  Code. 

F.avcnuc R u l i n g  61-170, 1961-2 C.5. 112, aolcir that an o rgon i zn t i on  of  pro- 
f e s a i o n a l  nd r sa s  p r i n n t i l y  a~:;mgcd i n  the o p e r a t i o n  of a n u r s c s '  r e g i s t r y  
t o  p rov ide  enploynent o p p o r t u n i t i z s  f o r  acnbars d i d  not q u a l i f y  f o r  cxemp- 
t i011 under s c c t i n r ~  5 0 i ( c ) ( 3 )  o r  501(c) (6 )  of t h e  Codn, Exeaption undcr 
s e c t i o n  5 ) 1 ( c ) ( 3 )  was denied  l ~ c c ~ u n c  chc ory,anLzation1n a c t i v i t i e s  p r i n o r i l y  
uervzd a privnl-e r a the r  thnn n p u b i l c  h e n c l i t .  Its primary a c t i v t t i e o  wcrc 
nait!lar : h a r l t n h l e  nor  rt t lucationsl .  1:xcnption under  s o c t i o ~ l  501(c)(6)  ver 

. . denlad,boc:~uoc t h ?  0 r ~ a n i z : l t i o n  p r i ~ ~ i a r i l y  cnn,n,?ed i n  t h e  per fornnncc  of 
p a r t i c u l n r  ~ ~ r v i c c n  f o r  indivici i iule r a t h e r  than t h e  promotion of buafncas 
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T ,  i L l - . ~ t t . i i ~ ~ . ?  .. . :::~i 111:; 7 4 - : I O N ,  1 9 7 4 - 2  !:. d .  16i3, s t a t t ? ~  I n  p n r t  t h a t  :;ln nr2;ln.f n s t l o n  

:!;~,;,iq~?,l I ( \  t h e  rc?fvrrill. o t  pclrtlorrdz t o  t.aw t r u o k  opcratorrt i s  no t  cxcm?t 
1111dr:r 3 e c ~ i o n  50l(c)(6) crf tht?  ;:ode bccrlasa .kc WUR yrrovitl'n.! tile or.:snlztt- 
t ion'n n,l!nbur!+ with  nn ctconu*,Iy nritl convc?nisnco i l l  the per !  nrm,ince of. thcalr 
I . n c ' . l v l h l u : i l  S ~ ~ n i n c n u ~ ! ~ .  

iCYvCiiuc :?ul In,: 80-287, llJeL)-1 C. 3 .  180, dc.ecribcrc ,i non prof l t Lawyer 
r3 : '~1 ' r< i l  !31:rvIci? which ntcanr!t:s : k t  tllc roquent of ,iny vlcn:\e r Q t' t h ~  p11h1 1 c: 
;in i n i  t i . \ l  ; l : l l t '  hottr ; r[?poiut~nont I'ur a nor.i inul chnrflc wi t l l  n Indyt i r  4hq~nc 
I l J i i l L '  i s  or1 ;;:I npprovc, i  l i s t  :~i:iint:itnctl by t h c  o r ~ ~ n n l z n t l o n .  T!in r ~ f c r r ~ 7 . L  
s c r v l c c  1.; riot exc::.i;)t. un1.1cr : ; ac t ion  501 (c ) (3 )  oC t h ~  Codc, b u t  it; c?:cc?rzpt: 
,I#; a i ~ u s i n c s ;  l,?a,.:ur! u n J c r  ~ o c t f o a  5 i J l ( c ) ( b ) .  

I t  .i.; c v i d u n t  from the d a t a  F11~ni:;lred w i t h -  your a p p l i c a t i o n  t h a t  r h r :  l)rirlary 
7urposc  o i  a c t l v i t y  of  your  o r q 3 n l z n t i o n  has lwen t h e  ndvcr t l samcnt  of 
~.~:?r,lbc.rs' b t ~ s i ~ ~ c s s o s  rn thcr  than p r i m a r i l y  an8alri;lg i.n a c t i v i t i e e  f o r  t h c  
f~nprovc;,icnt of bueincso condf t i o n s  w l  thin ' tho  lod,!iti~; inilutrr ry ,an a wholo. 
Kven chol~:l.~ you f e e l  yi>u ncer?t t!re roclulro:lcntq o f  ~ C C K ~ O ! ~  5 0 i ( c ) ( 6 )  '3cc;llif:c 
of ycxcr p n r t i c i p n t i o n  in t rnac shows, i t  13 cgnclude~!  t h a t  your n c t l v i t l c r ,  
art? . i i!~t>tcil  t o  tllc sldvcrt iser,lent 03 ,;lumbcrr;' bus inesocs .  

liccortl.in::ly, wr? ho1.d tlla t yqu tjrr- organ  [zed and oilcrated p r i u s r i  ly l o t  
t h *  ;)ur?ose o f  pr:rfor;.ring pa r t i c~ l1 : r r  ?;erv ices  for your  rnelnhers t l l rouk;i~ 
r;tJvcrtfse:ncnt of tndiv.Ltu,~f. buetticsscu, t h u s ,  you .do not  q u a l i f y  f o r  
cxcitlpti011 under suction 5 O l ( c ) ( b )  of t h a  Sodu. Tha ' reforo ,  you are r o q u i r e d  
t o  f i l e  Tcdcral  income t a x  r e t u r n s  on Form 1123. 

I f  you ~;.;ree w i t h  theae concl.us1ons o r  do  n o t  wish t o  f l l e  a wr i t t c f i  
protcccl ,  p l e n s e  r i ~ n  and r e t u r n  For1.1 Gill3 i n  thl? enc loecd  s e l f - a d d r e s n r d  
ct1vci;pc .qo soon es  possible. 

I f  you do  ni>t 3;rec wit!] thcsc ccjnclus lons ,  you LIAY,  v i t i ; l n  3O.dsyg f r o n  
t h o  ,date  of rhls l c e t c r ,  f l l c  i n  d ! ~ p l i c a t e  n b r f a f  of  t h e  f a c t s ,  low, nnd 
ar!!ut.lent t h a t  c l e a r l y  ~ ~ C I L B  f o r t h  '/our p o s i t i o n .  If you desire ncl o r a l  
discussion of t h e  .Leauc, plense i n d l c d t c  t h i s  i n  your  protest. T h e  
encloscli F u h l i c u t i o n  032 ,:lvac i n ~ r r u c t i a n s  f o r  f i l i n g  o p r o t e s t .  

i f  you do n o t  fllc a p r o t e s t  wit11 t ! ~ i s  o f f i c e  w i t h i n  30 day6 of t h e  dace 
of t h i s  report or l c t t e r ,  t h i s  ;.)roposoil dorerminntion w i l l  beco:,ie l ina .1 .  



****** * * * * * *  ****** *********** *****  
* * * * * * 

If ycj!~ hnvc. a r t y  f u r t l i ~ ~ r  r j ~ t - ~  t l o n s ,  plt : i lsc contact eht? pcrson WIIOMC 11ti;~e 
i ~ n d  ti!le;.ri.~o;~c nu~i\:)cl. ,!rt3 sil:i,.~r~ n t  t ! \e  Scqllin.fny: of ti115 l a t t e r .  


